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SUMMARY 


Bulgaria's economy in 1973 continued to have one of 

the highest rates of growth in the CEMA community, and 
national income rose by an estimated 8.7%. Although 
performance lagged in agriculture and, to a lesser ex- 
tent, construction, the Bulgarian economy as a whole 
met or surpassed planned rates of growth. A basic 
problem area in the economy continues to be the chronic 
labor shortage, affecting all sectors of the economy 
but particularly agriculture. Bulgaria will continue 
its policy of intergration with the USSR and CEMA coun- 
tries which already claim some 80% of its foreign trade, 
but trade with the West will increase too as Bulgaria 
looks outside CEMA for equipment and assistance not 
available within the community. 


US-Bulgarian trade, although still quite modest, in- 
creased over 70% in 1973 and should again be signifi- 
cantly higher in 1974. Bulgarian officials have indi- 
cated a strong interest in technologically sophistica- 
ted US goods and equipment to modernize their agro- 
industrial and industrial enterprises. Bulgarian ex- 
ports to the U.S., however, are not keeping pace with 
imports and the lack of MFN status is felt by Bulgarians 
to be an inhibiting factor, particularly for agricultural 
exports such as tobacco.e Other constraints and barriers to 
expanded trade include Bulgaria's presumed lack of large 
hard currency reserves and the refusal of the U.S. Govern- 
ment to extend EXIM Bank credits. Bulgaria is openly in- 
terested in exploring the possibility of cooperative 
ventures with U.S. firms in third countries. 





Current Economic Situation and Trends 


General 


The Bulgarian economy, in the third year of its Sixth 
Five-Year (1971-75) Plan, continued to meet or surpass 
planned performance levels in most of the major economic 
sectors with the noteworthy exception of agriculture. 
National income as a whole increased by an estimated 8.7% 
over 1972, led by industrial production which increased 
10.6%. The reported increase in agricultural production, 
however, was 3%, well below the planned 7.4% increase, 
and this despite the second best wheat harvest in memory. 
While supplementary plans are being added to the Five-Year 
Plan, particularly in the areas of agriculture and labor 
productivity, Bulgaria is in general quite satisfied with 
the growth rate achieved during 1973 which is certainly 
one of the highest among the CEMA countries. 


The plan adopted last December by the Council of Ministers 
for 1974 is even more ambitious than that for 1973. It 
calls for a 10% increase in national income, 11% in in- 
dustrial production, 9.5% in labor productivity and 13% 

in industrial services. The plan this year for agri- 
cultural production, however, was set at 5%, reflecting 
the continued difficulties experienced in this area due 

in part to labor shortages, an inadequate level of invest- 
ment, and relative neglect in favor of the industrial 
sector. 


Investment in the industrial sector will total roughly 
one-half of the 4.5 billion leva planned for capital in- 
vestment in Bulgaria in 1974. Statistically, industry in 
Bulgaria continues to make impressive gains although signi- 
ficant hurdles remain to be overcome. Bulgaria must still 
deal with labor shortages, obsolete plants and equipment, 
unused production capacity, uncertain management and other 
problems generally characteristic of socialistic economies. 
The problem of labor shortages has become particularly 
acute, and a recent National Party Conference was devoted 
solely to increasing labor productivity. Aside from higher 





bonuses and hortatory appeals for a greater work effort, 
the need for a greater use of modern, labor-saving ma- 
chinery and equipment has gained inctasing recognition, 
and Bulgaria is looking at least in part to the West to 
supply such equipment. 


Consumer Goods 


Historically, socialist Bulgaria has placed its greatest 
emphasis on the development of heavy industrial sector 

at the expense of consumer goods. In light of rising 
consumer demand, however, the 1974 budget has been drawn 
so that increased revenue will be expended on improving 
"public welfare." While production in light and food 
industries increased by 9.1% in 1973, there were short- 
ages in a number of consumer items such as cotton and 
woolen fabrics and knitwear, footwear, furniture, electri- 
cal appliances and certain food items including meat and 
meat products. Retail turnover increased by 8.6% in 1973, 
a figure which surpasses by 1.6% or 106 million leva the 
planned total. 


Energy Sources 


Recent worldwide shortages of petroleum and raw materials 
have had a relatively small effect on the Bulgarian economy 
as compared with some other European countries. Trade agree- 
ments with the USSR supply Bulgaria with roughly 70% of its 
petroleum needs through 1975. Nonetheless, cutbacks in de- 
liveries from Arab oil-producing nations did result in some 
shortages in late 1973 and early 1974. Gasoline prices 
jumped 100 percent last February, and to conserve fuel the 
day of rest has been staggered throughout Bulgaria's dis- 
tricts. 


Bulgaria has large reserves of low-grade coal. It is also 
actively searching for assistance in exploring the po- 
tential of oil fields in the Danubian plain north of Pleven 
and off the Black Sea coastline. In recognition of potential 
short-term energy problems however, the Central Committee has 
declared 1974 the "year of maximum economy of fuels, power 
and raw materials." 





Agriculture 


Long the economic bulwark of Bulgaria which was once the 
breadbasket of central Europe, Bulgaria's agricultural 
sector continues to grow at an unsatisfactory pace, re- 
flected by last November's plenum on agricultural production 
and the ensuing high level personnel changes in the Mini- 
stry of Agriculture. The amalgamation of Bulgaria's agri- 
cultural sector into less than 160 units has apparently 
produced some social and economic dislocation which has 
resulted in continued shortfalls in meat and dairy pro- 
duction. The most severe problem area, however, remains 
the critical lack of agricultural workers, evidenced once 
again in 1973 by the incomplete gathering of the harvest 
and by the ill-coordinated distribution of fruits and 
vegetables in the domestic market. 


Bulgaria's response to date has been toward further mechani- 
zation, modernization of its agro-industrial complexes, in- 


creased production of fertilizers, and measures to increase 
labor productivity. The program to produce full-scale in- 
tegration of agricultural units with industrial enter- 

prises (such as has already been accomplished in the sugar 
industry) is also being implemented. Peasants are being 
given larger private plots on which to grow vegetables, 

and they are being encouraged to raise privately cows, chick- 
ens, pigs and sheep. Increased fertilizer production has 
been hampered, however, by the worldwide shortages in phos- 
phates and potash which have affected Bulgaria too. 


Construction 


The construction program on the whole lagged in 1973, and 
despite continued heavy investment some projects even con- 
sidered essential could not be put on stream. The Devnya 
industrial complex near Varna, which when completed will 

be one of the largest producers of soda ash in the world, 
operates presently at a very reduced level due partly to 
construction bottlenecks and labor shortages. The Bulgarian 
construction industry must compete for the limited manpower 





along with the agricultural sector. It is also hamstrung 
by inadequate planning and preliminary preparations, poor 
coordination among the ministries, economic organizations, 
and district people's councils involved, and substandard 
building materials. In addition, prestige institutions 
such as universities often have far richer budgets for 
construction than "essential factories" and are there- 
fore better able to attract the available construction 
manpower and materials. Construction of housing also fell 
considerably short of planned goals in certain districts 
during 1973, and the estimated construction shortfall in 
Bulgaria for 1974 is 54,000 housing units. 


Foreign Trade 


Bulgaria's foreign trade with the CEMA community increased 
by 12.7% in 1973 and is planned to increase 17% in 1974. 
Its foreign trade goal remains to increase its economic 
integration with the Soviet Union and the other countries 
of the socialist community. Presently Bulgaria's trade 
with CEMA countries is between 78-80% of its total foreign 
trade. Its export production has moved away from agri- 
culture goods and towards a "specilization" in industrial 
production, particularly machine building and metal pro- 
cessing. Last year these two areas of specialization con- 
stituted 37.4% of the production growth rate in state in- 
dustry as a whole, although their share of Bulgaria's total 
industrial production is only 23%. 


Bulgaria has tied trade agreements with CEMA countries to 
export over 400 types of machines. In return it receives 
large amounts of raw materials necessary for essential pro- 
duction. Tying production to exports has had its drawbacks, 
however; Bulgaria's disc packs for computers have been con- 
sistently below standard as has its telephone equipment. An 
agreement for assistance with a Norwegian firm has alle- 
viated the latter problem while the purchase of disc packs 
from the West is the stopgap solution to the former. 


Bulgaria's tourist industry continues to boom and has be- 
come an important source of hard currency. Last year over 
3.2 million foreigners visited Bulgaria, an increase of ap- 





proximately 7%, and some 1000 of these are estimated to 
come from Western countries, primarily West Germany. Bul- 
garia recently signed a free trade agreement with Finland 
eliminating trade barriers between the two countries, re- 
portedly the first of its kind between a socialist and a 
non-socialist country. 


Implications for the United States 


General 


In 1973 the United States' foreign trade approached $11 
million, a significant increase over the $6.4 million 

worth of trade in 1972. As in previous years, U.S. exports 
($6.5 million) were greater than imports ($4.5 million), 
Causing some concern in Bulgaria since it strives to main- 
tain balanced trade accounts. In 1973 as in the past, too, 
the U.S. remains a relatively insignificant trading partner, 
and total US-Bulgarian foreign trade constituted only 0.2% 
of Bulgaria's total foreign trade. 


Unlike past years, however, the climate for trade between 

the U.S. and Bulgaria has significantly improved. In April 
of this year Secretary of Commerce Frederick B. Dent visited 
Sofia to hold high level talks with Bulgarian officials, the 
first such visit by a cabinet-level official since 1963. The 
oft-cited exchange of visits between Presidents Nixon and 
Brezhnev and the initialing of an agreement between the U.S. 
and Bulgarian Chambers of Commerce are also significant 
factors in the improved political climate for increased trade 
relations. 


With this improved climate, Bulgaria has begun to express 
considerable interest in technologically sophisticated U.S. 
machinery and equipment. In recent months U.S. businessmen 
have negotiated with Bulgarian officials over a wide variety 
of areas including computer hardware, steel mills, shipyards, 
cement factories, canning factories and petroleum extraction. 
Bulgaria is also interested in labor-saving machinery of any 
sort to counteract the present labor shortages. 





Bulgaria has been and is one of the most conservative of 
the CEMA countries. Consequently, direct foreign invest- 
ment remains illegal, and Western firms are not allowed 
to station representatives in the country. Bulgaria de- 
Sires licensing and joint production arrangements. Pre- 
sumedly insufficient hard currency reserves give pre- 
ference to those projects for which repayment can be made 
at least in part by production. To hasten the develop- 
ment of its internal economy Bulgaria prefers to pur- 
chase complete manufacturing processes rather than the 
products themselves, i.e., it would prefer to purchase a 
computer assembly plant than the computers themselves. 

It is also quite interested in exploring the possibility 
of third-country joint cooperative ventures. 


There remain a number of artificial barriers restricting 
increased US-Bulgarian trade. Lack of MFN status affects 
a number of potential exports to the U.S., particularly 
tobacco and other agricultural products. In addition, 
Bulgaria is ineligible to receive U.S. Government credits 
until an agreement has been reached on defaulted bonds 
issued by the Kingdom of Bulgaria and presently held by 
U.S. citizens. The lack of U.S. Government credits puts 
U.S. firms at a competitive disadvantage with those firms 
from other Western countries, while the lack of MFN status 
inhibits Bulgarian imports, making the balanced trade ac- 
counts which Bulgaria desires even more difficult to attain. 


The willingness of Bulgarian authorities to entertain pro- 
posals from U.S. business firms is readily apparent. The 
challenge is there for the U.S. businessman willing to in- 
vestigate trade possibilities in the relatively small but 
unexplored Bulgarian market, or beyond that to cooperate 
with Bulgaria in third-country ventures. 





a major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchising in the Economy, 1972-74 Franchise Opportunities Handbook 
(1974-542-653/126) at $1.25 each (September 1973) at $2.20 each 
Number of establishments [_] Data on 521 franchise operations 


Volume of sales Description of operations 
Employment in franchising Equity capital needed 
International operations Training provided 

Changes in ownership [_] Sources of franchising information 
Data by key business sectors [] Checklist for evaluating a franchise 


U.S. DEPARTMENT OF COMMERCE / Domestic and International Business Administration / Bureau of Domestic Commerce 


ORDER FORM — Please send me ___ copy(ies) of | enclose $ (check, money order, or Supt. of Documents 
[_] Franchising in the Economy, 1972-74 coupons) or charge to my Deposit Account No. 

(Catalog No. C57.502:F84/972-74), at $1.25 each. | *?! Amount $——__——— 
[] Franchise Opportunities Handbook MAIL ORDER FORM 

(Catalog No. C57.16:973). Sept. 1973, at $2.20 each. WITH PAYMENT TO — a : SUPT. DOCS. 
mn nclose 
Name Superintendent of Documents rte walled 

U.S. Government Printing Office lisher 

Address Washington, D.C. 20402 Refund 


or any U.S. Department of Coupon refund 
City State Zip code Commerce District Office Postage 





(please type or print) 


MAKE CHECK OR MONEY ORDER PAYABLE TO SUPERINTENDENT OF DOCUMENTS 
To Insure Prompt, Accurate Shipment, Place Correct Address on Mailing Label Below 


U.S. Government Printing Office 
Public Documents Department POSTAGE 
Washington, D.C. 20402 AND FEES PAID 
ee U.S. GOVERNMENT 
OFFICIAL BUSINESS PRINTING OFFICE 
A 375 


Return after 5 days Special Fourth Class Rate 


City, State, and ZIP Code er Book 





MANUFACTURERS... 


MARKET SHARE REPORTS 


ORDER YOUR FREE MARKET SHARE REPORTS 
CATALOG . . . TODAY! 


Name 


Addres 
74 Country Reports 
$3 each 


1,109 Commodity Reports 
$3 for 1 to 5 reports 


City, State Zip. 


APARTMENT OF Cog, 


Mail to: NATIONAL TECHNICAL 
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- U.S. Dept. of Commerce 

Menanonas aust Springfield, Virginia 22151 


te Us S. GOVERNMENT PRINTING OFFICE: 1974—582-874/5 3-1 











